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Dollar Crisis in Perspective 
(See Trenps, July 25 for background.) 

This week in Washington the much-awaited talks 
on the British “dollar crisis” are under way between 
the U. S., Britain and Canada. These conversations 
are what their name implies—an occasion for sitting 
around a table and exchanging views. While immedi- 
ate steps have been taken to stop temporarily the de- 
cline in British dollar reserves, the causes call for a 
thorough appraisal of Britain’s financial position and 
the basic problem—how to pay her own way once 
again in the world market. 

Although official statements are very guarded, 
there has been wide discussion in both the American 
and British press on possible courses of action. No 
one of them alone could provide a solution, but sev- 
eral of them together may point the way. 

Cutting imports from dollar areas, already done on 
an emergency basis. A 25% cut in dollar purchases 
by all members of the British Commonwealth in the 
sterling bloc is scheduled for next year. 

Increased exports. By producing more, or divert- 
ing a larger part of her product to exporting, Britain 
would earn more dollars. She is already exporting 
a high percentage of her goods. 

Modernizing British industry, increasing efficiency 
and cutting costs. Many British and Americans agree 
that this is essential if Britain is to sell more abroad. 

Increase dollar lending both to Britain and to col- 
onies and dominions in the sterling area. Funds 
might come from the International Bank, or from 
the U. S. in implementing the Point Four program 
of aid to underdeveloped areas. 

More U. S. stockpiling of strategic materials, pur- 
chased from the sterling area. Could these purchases 
be increased or speeded up to make more dollars 
available? It has been suggested that the U. S. buy 
more natural rubber from Malaya and manufacture 
less synthetic rubber at home. 

Lowering U. S. tariff walls. Since a large part of 
the problem is selling more British goods in America, 
is further U. S. tariff reduction necessary? There is 
sure to be serious opposition on the part of competi- 
tive U. S. producers. 

International commodity support program. Much 
of the dollar income of the sterling area comes from 
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the sale of primary commodities such as tin and rub- 
ber. One suggestion is to negotiate international 
commodity agreements specifying the quantities to be 
sold, and the price, over a period of several years. 

Reduction in British social services. Much Ameri- 
can press comment maintains that in this crucial pe- 
riod the British government cannot afford costly wel- 
fare programs. Others point out that these programs 
do not directly use dollars and that they contribute 
to productivity by improving health and welfare. 

Devaluation of the pound sterling, so far opposed 
by Britain. While making British goods cheaper to 
other countries, it would also raise the price of goods 
Britain buys abroad. 

Raising the price of gold, to make more dollars 
available in the world market. The U. S. attitude is 
that no such “trick” solution would be acceptable, 
or could in the long run help solve the problem. 

The dollar crisis is primarily a British problem that 
must be met in large part by British action. Yet 
it is also a U. S. problem, a Canadian problem, and 
even a world problem—for it affects the whole world 
economy, and in turn is affected by world economic 
conditions. It cannot be solved by Britain alone. 

As in other situations where national interests must 
be reconciled in the common good, it is difficult for 
cach government to get support for unpopular meas- 
ures. The fact that an election is coming in Britain 
will influence the action of the British government. 
In the U. S., the cuts in E.R.P. appropriations, the 
failure to date to renew the Reciprocal Trade Agree- 
ments Act and to join the I.T.O. all reflect the temper 
of Congress which may make new steps difficult. 

There may be a tendency to meet the immediate 
situation with whatever temporary measures are es- 
sential and to postpone facing long-term adjustments. 
Official U. S. statements on the talks say that the 
problem will be considered within the existing frame- 
work of U. S. economic foreign policy. Is this 
enough? Is European Recovery Program as now 
planned sufficient? Is a re-evaluation of our postwar 
economic goals and policies in order? 

Whatever the answer to these questions, the needed 
first step is to get the facts and explore possible solu- 
tions. The current conversations provide this kind 
of beginning. 
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Our Far Eastern Policy 


U. S. policy toward China is only one part of a 
whole complex of Far Eastern affairs now being re- 
viewed by the special advisory group to the Secretary 
of State which is composed of Ambassador Philip 
Jessup, Raymond Fosdick, former President of the 
Rockefeller Foundation and Everett Case, President 
of Colgate University. 


China White Paper 


The China White Paper made public August 5 
details in over 1000 pages the history of U. $.-China 
relations. It is particularly a report of the failure of 
our government's war and postwar efforts to bring 
peace, stability and prosperity to China. Now that 
Communist armies are on the verge of controlling all 
of China, U. S. policy must be re-evaluated. The 
White Paper was issued to provide the American peo- 
ple with necessary background for participating in 
the process. 

Basic Principles 


Secretary of State Acheson recently summarized 
our traditional policy toward China as: 

1, Encouragement of China’s development as an independ- 
ent and stable nation able to play a world role. 

2. Support of economic and political conditions in China 
designed to safeguard its peoples’ basic rights and liberties 
and to develop their economic and social well being. 

3. Opposition to the subjugation or dismemberment of 
China by any foreign power directly or indirectly. 

4. Consultation with other interested powers on measures 
that will contribute to the security and welfare of the peoples 
of the Far East as a whole. 

5. Encouragement of United Nations efforts to achieve 
peace and security in the Far East. 


Secretary Acheson terms these basic elements of 
our Far Eastern policy still valid. He defines the 
present need as one of working out their elaboration 
and their application to present problems. 

Far Eastern policy questions include: Should we 
continue to recognize the Chinese Nationalist Gov- 
ernment, even if it goes into exile? Should we in- 
stead recognize a Communist regime or regimes and 
under what conditions? How shall China be repre- 
sented in the United Nations? If Chinese Commu- 
nists attempt to aid Communist movements in South 


Asia, what should be done? What if they attack 
British Hong Kong, French Indo-China? What if 
Russia creates a puppet state or states in China, as 
she appears to be doing in Manchuria? 

Policy decisions with respect to China necessarily 
relate to other Far Eastern problems. How can we 
further promote United Nations’ efforts to settle the 
Indonesia and Kashmir disputes and to unite North 
and South Korea? What of the future of U. S. occu- 
pied Japan? What shall be United States policy to- 
ward the proposed Pacific Pact now being promoted 
by Nationalist China, South Korea and the Philip- 
pines? Shall we provide military aid funds for Na- 
tionalist China or for Far Eastern countries gener- 
ally? How can we help these countries to achieve 
economic as well as political stability? All of these 
problems are involved in forging our Asian policy. 


Reciprocal Trade on Floor 


The Senate is scheduled to open debate Wednesday 
on extension of the Trade Agreements Act. 

A vigorous struggle on the floor is anticipated, with 
the “peril point” amendment gaining supporters even 
from Senators who previously backed the trade pro- 
gram. (See TreNps of March 7 and April 4.) 

Three Senators have already introduced amend- 
ments which they intend to propose. Senator Know- 
land’s amendment would require the President to 
terminate any trade agreement as soon as possible 
upon finding that a foreign government is discrimi- 
nating against American commerce through restric- 
tive quotas, discriminatory taxation, or other restric- 
tive trade practices. Senator Thomas (Okla.) has 
proposed an amendment which would set up a quota 
on the importation of petroleum and petroleum prod- 
ucts, limiting the amount which could be brought 
into the United States to 5° of the domestic demand. 
Senator Butler’s amendment would write the escape 
clause, now in Executive Order form, into the Act. 

With the possible exception of the Butler amend- 
ment, any one of these proposals would seriously 
weaken our trade agreement program. Debate on 
the Senate floor may last as long as two or three 
weeks. It will be a decisive period for our program 
of international economic cooperation. 


* CURRENT LEGISLATION * 


Reciprocal Trade Agreements Act (H. R. 1211*): Due 
on floor of Senate on Wednesday, September 7. See above. 


Displaced Persons (H. R. 4567*): On August 24, 1949, 
a bipartisan group of 16 Senators introduced S. Res. 160* 
to discharge the Judiciary Committee from further considera- 
tion of the bill (H. R. 4567*) to amend the Displaced 
Persons Act of 1948. If adopted by majority vote of the 
Senate, this resolution would bring the bill to the floor for 
debate. 


Sponsors of this move to expedite action are: Senators 
Lucas, Taft, Ferguson, Smith (N.J.), Magnuson, McMahon, 
Myers, Morse, Saltonstall, Ives, Douglas, Neely, Graham, 
Dulles, Flanders, and Kilgore. 

Federal Aid to Education (S. 246*); Apparently dead for 
this session. 

Repeal of Margarine Taxes and Fees (H. R. 2023*): 
Not included in “must” list for action before adjournment. 


* Indicates League support. 
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